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Be it enacted by the Senate and House of Representatives of

the United States of America in Congress assembled,
SECTION 1. SHORT TITLE, ETC.

(a) SHORT TITLE.—This Act may be cited as the “American

Taxpayer Relief Act of 2012”.

American
Taxpayer Relief
Act of 2012.

26 USC 1 note.

(b) AMENDMENT OF 1986 CODE.—Except as otherwise expressly
provided, whenever in this Act an amendment or repeal is expressed
in terms of an amendment to, or repeal of, a section or other
provision, the reference shall be considered to be made to a section

or other provision of the Internal Revenue Code of 1986.

(¢) TABLE OF CONTENTS.—The table of contents for this Act

is as follows:

Sec. 1. Short title, etc.

TITLE I—GENERAL EXTENSIONS

Sec. 101. Permanent extension and modification of 2001 tax relief.
Sec. 102. Permanent extension and modification of 2003 tax relief.
Sec. 103. Extension of 2009 tax relief.

Sec. 104. Permanent alternative minimum tax relief.

TITLE II—INDIVIDUAL TAX EXTENDERS

Sec. 201. Extension of deduction for certain expenses of elementary and secondary

school teachers.

Sec. 202. Extension of exclusion from gross income of discharge of qualified prin-

cipal residence indebtedness.

Sec. 203. Extension of parity for exclusion from income for employer-provided mass

transit and parking benefits.

Sec. 204. Extension of mortgage insurance premiums treated as qualified residence

interest.

Sec. 205. Extension of deduction of State and local general sales taxes.

Sec. 206. Extension of special rule for contributions of capital gain real property

made for conservation purposes.

Sec. 207. Extension of above-the-line deduction for qualified tuition and related ex-

penses.

Sec. 208. Extension of tax-free distributions from individual retirement plans for

charitable purposes.

Sec. 209. Improve and make permanent the provision authorizing the Internal Rev-
enue Service to disclose certain return and return information to certain

prison officials.

TITLE III—BUSINESS TAX EXTENDERS
Sec. 301. Extension and modification of research credit.

Sec. 302. Extension of temporary minimum low-income tax credit rate for non-fed-

erally subsidized new buildings.

Sec. 303. Extension of housing allowance exclusion for determining area median
gross income for qualified residential rental project exempt facility

bonds.
Sec. 304. Extension of Indian employment tax credit.
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. Extension of new markets tax credit.

. Extension of railroad track maintenance credit.

. Extension of mine rescue team training credit.

. Extension of employer wage credit for employees who are active duty

members of the uniformed services.

. Extension of work opportunity tax credit.
. Extension of qualified zone academy bonds.
. Extension of 15-year straight-line cost recovery for qualified leasehold im-

provements, qualified restaurant buildings and improvements, and
qualified retail improvements.

. Extension of 7-year recovery period for motorsports entertainment com-

plexes.

. Extension of accelerated depreciation for business property on an Indian

reservation.

. Extension of enhanced charitable deduction for contributions of food in-

ventory.

. Extension of increased expensing limitations and treatment of certain

real property as section 179 property.

. Extension of election to expense mine safety equipment. o
. Extension of special expensing rules for certain film and television pro-

ductions.

. Extension of deduction allowable with respect to income attributable to

domestic production activities in Puerto Rico.

. Extension of modification of tax treatment of certain payments to control-

ling exempt organizations.

. Extension of treatment of certain dividends of regulated investment com-

panies.

. Extension of RIC qualified investment entity treatment under FIRPTA.
. Extension of subpart F exception for active financing income.
. Extension of look-thru treatment of payments between related controlled

foreign corporations under foreign fpersonal holding company rules.
100 percent of gain on certain small
business stock.

. Extension of basis adjustment to stock of S corporations making chari-

table contributions of property.

. Extension of reduction in S-corporation recognition period for built-in

gains tax.

. Extension of empowerment zone tax incentives.
. Extension of tax-exempt financing for New York Liberty Zone.
. Extension of temporary increase in limit on cover over of rum excise taxes

to Puerto Rico and the Virgin Islands.

. Modification and extension of American Samoa economic development

credit.

. Extension and modification of bonus depreciation.

TITLE IV—ENERGY TAX EXTENDERS

. Extension of credit for energy-efficient existing homes.

. Extension of credit for alternative fuel vehicle refueling property.

. Extension of credit for 2- or 3-wheeled plug-in electric vehicles.

. Extension and modification of cellulosic biofuel producer credit.

. Extension of incentives for biodiesel and renewable diesel.

. Extension of production credit for Indian coal facilities placed in service

before 2009.

. Extension and modification of credits with respect to facilities producing

energy from certain renewable resources.

. Extension of credit for energy-efficient new homes.
. Extension of credit for energy-efficient a]ppliances.
. Extension and modification of special al

owance for cellulosic biofuel plant
property.

. Extension of special rule for sales or dispositions to implement FERC or

State electric restructuring policy for qualified electric utilities.

. Extension of alternative fuels excise tax credits.

TITLE V—UNEMPLOYMENT

Extension of emergency unemé)lo ment compensation program.
ed benefit provisions.
Extension of funding for reemployment services and reemployment and
eligibility assessment activities.
Additional extended unemployment benefits under the Railroad Unem-
ployment Insurance Act.

TITLE VI—MEDICARE AND OTHER HEALTH EXTENSIONS

Subtitle A—Medicare Extensions
Medicare physician payment update.
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. Work geographic adjustment.

. Payment for outpatient therapy services.

. Ambulance add-on payments.

. Extension of Medicare inpatient hospital payment adjustment for low-vol-

ume hospitals.

. Extension of the Medicare-degendent hospital (MDH) program.
. Extension for specialized Me

icare Advantage plans for special needs in-
dividuals.

. Extension of Medicare reasonable cost contracts.
. Performance improvement. ) )
. Extension of funding outreach and assistance for low-income programs.

Subtitle B—Other Health Extensions

. Extension of the qualifyin%/[individual (QI) program.

. Extension of Transitional

. Extension of Medicaid and CHIP Express Lane option.

. Extension of family-to-family health information centers.

. Extension of Special Diabetes Program for Type I diabetes and for Indi-

edical Assistance (TMA).

ans.

Subtitle C—Other Health Provisions

IPPS documentation and coding adjustment for implementation of MS-
DRGs.

Revisions to the Medicare ESRD bundled payment system to reflect find-
ings in the GAO report.

Treatment of multiple service payment policies for therapy services.

Payment for certain radiology services furnished under the Medicare hos-

ital outpatient department prospective payment system.

Adjustment of equipment utilization rate for advanced imaging services.

Medicare payment of competitive prices for diabetic supplies and elimi-
nation of overpayment for diabetic supplies.

Medicare payment adjustment for non-emergency ambulance transports
for ESRD beneficiaries.

Removing obstacles to collection of overpayments.

Elimination of all funding for the Medicare Improvement Fund.
Rebasing of State DSH allotments.

Repeal of CLASS program.

Commission on Long-Term Care.

Consumer Operated and Oriented Plan program contingency fund.

TITLE VII—EXTENSION OF AGRICULTURAL PROGRAMS

1-year extension of agricultural programs.
Supplemental agricultural disaster assistance.

TITLE VIII—MISCELLANEOUS PROVISIONS

Strategic delivery systems.
No cost of living adjustment in pay of members of congress.

TITLE IX—BUDGET PROVISIONS

Subtitle A—Modifications of Sequestration

Treatment of sequester.
Amounts in applicable retirement plans may be transferred to designated
Roth accounts without distribution.

Subtitle B—Budgetary Effects
Budgetary effects.

TITLE I—GENERAL EXTENSIONS

SEC. 101. PERMANENT EXTENSION AND MODIFICATION OF 2001 TAX

RELIEF.

(a) PERMANENT EXTENSION.—

(1) IN GENERAL.—The Economic Growth and Tax Relief

Reconciliation Act of 2001 is amended by striking title IX.

(2) CONFORMING AMENDMENT.—The Tax Relief, Unemploy-

ment Insurance Reauthorization, and Job Creation Act of 2010
is amended by striking section 304.

26 USC 1 note.

26 USC 121 note.
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Applicability. (3) EFFECTIVE DATE.—The amendments made by this sub-
26 USC 1 note. section shall apply to taxable, plan, or limitation years begin-
ning after December 31, 2012, and estates of decedents dying,
gifts made, or generation skipping transfers after December
31, 2012.
(b) APPLICATION OF INCOME TAX TO CERTAIN HIGH-INCOME
TAXPAYERS.—
(1) INCOME TAX RATES.—
(A) TREATMENT OF 25-, 28-, AND 33-PERCENT RATE
26 USC 1. BRACKETS.—Paragraph (2) of section 1(i) is amended to
read as follows:
“(2) 25-, 28-, AND 33-PERCENT RATE BRACKETS.—The tables
under subsections (a), (b), (¢), (d), and (e) shall be applied—

“(A) by substituting 25%’ for ‘28%’ each place it
appears (before the application of subparagraph (B)),

“B) by substituting 28% for ‘31%° each place it
appears, and

“C) by substituting ‘33%" for ‘36%° each place it
appears.”.

(B) 35-PERCENT RATE BRACKET.—Subsection (i) of sec-
tion 1 is amended by redesignating paragraph (3) as para-
graph (4) and by inserting after paragraph (2) the following
new paragraph:

“(3) MODIFICATIONS TO INCOME TAX BRACKETS FOR HIGH-
INCOME TAXPAYERS.—

“(A) 35-PERCENT RATE BRACKET.—In the case of taxable
years beginning after December 31, 2012—

“(1) the rate of tax under subsections (a), (b), (c¢),
and (d) on a taxpayer’s taxable income in the highest
rate bracket shall be 35 percent to the extent such
income does not exceed an amount equal to the excess
of—

“(I) the applicable threshold, over
“(II) the dollar amount at which such bracket
begins, and

“(ii) the 39.6 percent rate of tax under such sub-
sections shall apply only to the taxpayer’s taxable
income in such bracket in excess of the amount to
which clause (i) applies.

Definition. “(B) APPLICABLE THRESHOLD.—For purposes of this
paragraph, the term ‘applicable threshold’ means—

“(1) $450,000 in the case of subsection (a),

“(ii) $425,000 in the case of subsection (b),

“(ii) $400,000 in the case of subsection (c), and

“(iv) Y2 the amount applicable under clause (i)
(after adjustment, if any, under subparagraph (C)) in
the case of subsection (d).

“(C) INFLATION ADJUSTMENT.—For purposes of this
paragraph, with respect to taxable years beginning in cal-
endar years after 2013, each of the dollar amounts under
clauses (i), (ii), and (iii) of subparagraph (B) shall be
adjusted in the same manner as under paragraph (1)(C)@),
except that subsection (f)(3)(B) shall be applied by sub-
stituting ‘2012’ for ‘1992’.”.

(2) PHASEOUT OF PERSONAL EXEMPTIONS AND ITEMIZED
DEDUCTIONS.—
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(A) OVERALL LIMITATION ON ITEMIZED DEDUCTIONS.—
Section 68 is amended— 26 USC 68.
(i) by striking subsection (b) and inserting the
following:
“(b) APPLICABLE AMOUNT.—

“(1) IN GENERAL.—For purposes of this section, the term Definition.
‘applicable amount’ means—

“(A) $300,000 in the case of a joint return or a surviving
spouse (as defined in section 2(a)),

“B) $275,000 in the case of a head of household (as
defined in section 2(b)),

“(C) $250,000 in the case of an individual who is not
married and who is not a surviving spouse or head of
household, and

“D) Y2 the amount applicable under subparagraph
(A) (after adjustment, if any, under paragraph (2)) in the
case of a married individual filing a separate return.

For purposes of this paragraph, marital status shall be deter-
mined under section 7703.

“(2) INFLATION ADJUSTMENT.—In the case of any taxable
year beginning in calendar years after 2013, each of the dollar
amounts under subparagraphs (A), (B), and (C) of paragraph
(1) shall be shall be increased by an amount equal to—

“(A) such dollar amount, multiplied by

“(B) the cost-of-living adjustment determined under
section 1(f)(3) for the calendar year in which the taxable
year begins, except that section 1(f)(3)(B) shall be applied
by substituting ‘2012’ for ‘1992’.

If any amount after adjustment under the preceding sentence
is not a multiple of $50, such amount shall be rounded to
the next lowest multiple of $50.”, and

(i1) by striking subsections (f) and (g).

(B) PHASEOUT OF DEDUCTIONS FOR PERSONAL EXEMP-
TIONS.—

(1) IN GENERAL.—Paragraph (3) of section 151(d)
is amended—

(I) by striking “the threshold amount” in sub-
paragraphs (A) and (B) and inserting “the
applicable amount in effect under section 68(b)”,

(II) by striking subparagraph (C) and redesig-
nating subparagraph (D) as subparagraph (C), and

(IIT) by striking subparagraphs (E) and (F).
(i) CONFORMING AMENDMENTS.—Paragraph (4) of

section 151(d) is amended—

(I) by striking subparagraph (B),

(I) by redesignating clauses (i) and (i) of
subparagraph (A) as subparagraphs (A) and (B),
respectively, and by indenting such subparagraphs
(as so redesignated) accordingly, and

(IIT) by striking all that precedes “in a cal-
endar year after 1989,” and inserting the following:

“(4) INFLATION ADJUSTMENT.—In the case of any taxable
year beginning”.

(3) EFFECTIVE DATE.—The amendments made by this sub- 26 USC 1 note.
section shall apply to taxable years beginning after December
31, 2012.

(c) MODIFICATIONS OF ESTATE TAX.—
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(1) MAXIMUM ESTATE TAX RATE EQUAL TO 40 PERCENT.—
The table contained in subsection (c) of section 2001, as
amended by section 302(a)(2) of the Tax Relief, Unemployment
26 USC 2001. Insurance Reauthorization, and Job Creation Act of 2010, is
amended by striking “Over $500,000” and all that follows and
inserting the following:

“Over $500,000 but not over $155,800, plus 37 percent of the

$750,000. excess of such amount over
$500,000.
Over $750,000 but not over $248,300, plus 39 percent of the
$1,000,000. excess of such amount over
$750,000.
Over $1,000,000 ........ccouvvvvennennnne $345,800, plus 40 percent of the
excess of such amount over
$1,000,000.”.

(2) TECHNICAL CORRECTION.—Clause (i) of section
2010(c)(4)(B) is amended by striking “basic exclusion amount”
and inserting “applicable exclusion amount”.

26 USC 2001 (3) EFFECTIVE DATES.—
note. (A) IN GENERAL.—Except as otherwise provided by in
Applicability.

this paragraph, the amendments made by this subsection
shall apply to estates of decedents dying, generation-skip-
ping transfers, and gifts made, after December 31, 2012.

(B) TECHNICAL CORRECTION.—The amendment made
by paragraph (2) shall take effect as if included in the
amendments made by section 303 of the Tax Relief,
Unemployment Insurance Reauthorization, and Job Cre-
ation Act of 2010.

SEC. 102. PERMANENT EXTENSION AND MODIFICATION OF 2003 TAX
RELIEF.

(a) PERMANENT EXTENSION.—The Jobs and Growth Tax Relief
26 USC 1 note. Reconciliation Act of 2003 is amended by striking section 303.
(b) 20-PERCENT CAPITAL GAINS RATE FOR CERTAIN HIGH

INCOME INDIVIDUALS.—

(1) IN GENERAL.—Paragraph (1) of section 1(h) is amended
by striking subparagraph (C), by redesignating subparagraphs
(D) and (E) as subparagraphs (E) and (F) and by inserting
after subparagraph (B) the following new subparagraphs:

“(C) 15 percent of the lesser of—

“(i) so much of the adjusted net capital gain (or,
if less, taxable income) as exceeds the amount on which
a tax is determined under subparagraph (B), or

“(i1) the excess of—

“(I) the amount of taxable income which would

(without regard to this paragraph) be taxed at

a rate below 39.6 percent, over

“(II) the sum of the amounts on which a tax

is determined under subparagraphs (A) and (B),
“D) 20 percent of the adjusted net capital gain (or,

if less, taxable income) in excess of the sum of the amounts

Oél which tax is determined under subparagraphs (B) and

( )’”'
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(2) MINIMUM TAX.—Paragraph (3) of section 55(b) is 26 USC 55.
amended by striking subparagraph (C), by redesignating
subparagraph (D) as subparagraph (E), and by inserting after
subparagraph (B) the following new subparagraphs:

“(C) 15 percent of the lesser of—

“(i) so much of the adjusted net capital gain (or,
if less, taxable excess) as exceeds the amount on which
tax is determined under subparagraph (B), or

| “(ii) the excess described in section 1(h)(1)(C)(i),

plus

“D) 20 percent of the adjusted net capital gain (or,
if less, taxable excess) in excess of the sum of the amounts
on which tax is determined under subparagraphs (B) and

(C), plus”.

(c) CONFORMING AMENDMENTS.—
(1) The following provisions are each amended by striking
“15 percent” and inserting “20 percent”:
(A) Section 531.
(B) Section 541.
(C) Section 1445(e)(1).
(D) The second sentence of section 7518(g)(6)(A).
(E) Section 53511(f)(2) of title 46, United States Code.

(2) Sections 1(h)(1)(B) and 55(b)(3)(B) are each amended
by striking “5 percent (0 percent in the case of taxable years
beginning after 2007)” and inserting “0 percent”.

(3) Section 1445(e)(6) is amended by striking “15 percent
(20 percent in the case of taxable years beginning after
December 31, 2010)” and inserting “20 percent”.

(d) EFFECTIVE DATES.— Applicability.

(1) IN GENERAL.—Except as otherwise provided, the amend- 26 USC 1 note.
ments made by subsections (b) and (¢) shall apply to taxable
years beginning after December 31, 2012.

(2) WITHHOLDING.—The amendments made by paragraphs
(1)(C) and (3) of subsection (c) shall apply to amounts paid
on or after January 1, 2013.

SEC. 103. EXTENSION OF 2009 TAX RELIEF.

(a) 5-YEAR EXTENSION OF AMERICAN OPPORTUNITY TAX
CREDIT.—

(1) IN GENERAL.—Section 25A() is amended by striking
“in 2009, 2010, 2011, or 2012” and inserting “after 2008 and
before 2018”.

(2) TREATMENT OF POSSESSIONS.—Section 1004(c)(1) of divi-
sion B of the American Recovery and Reinvestment Tax Act
of 2009 is amended by striking “in 2009, 2010, 2011, and 26 USC 25A note.
2012” each place it appears and inserting “after 2008 and
before 2018”.

(b) 5-YEAR EXTENSION OF CHILD TAX CREDIT.—Section 24(d)(4)
is amended—

(1) by striking “2009, 2010, 2011, AND 2012” in the heading
and inserting “FOR CERTAIN YEARS”, and

(2) by striking “in 2009, 2010, 2011, or 2012” and inserting
“after 2008 and before 2018”.

(¢) 5-YEAR EXTENSION OF EARNED INCOME TAX CREDIT.—Section
32(b)(3) is amended—

(1) by striking “2009, 2010, 2011, AND 2012” in the heading

and inserting “FOR CERTAIN YEARS”, and
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(2) by striking “in 2009, 2010, 2011, or 2012” and inserting
“after 2008 and before 2018”.
(d) PERMANENT EXTENSION OF RULE DISREGARDING REFUNDS
IN THE ADMINISTRATION OF FEDERAL PROGRAMS AND FEDERALLY
26 USC 6409. ASSISTED PROGRAMS.—Section 6409 is amended to read as follows:

“SEC. 6409. REFUNDS DISREGARDED IN THE ADMINISTRATION OF FED-
ERAL PROGRAMS AND FEDERALLY ASSISTED PROGRAMS.

Time period. “Notwithstanding any other provision of law, any refund (or
advance payment with respect to a refundable credit) made to
any individual under this title shall not be taken into account
as income, and shall not be taken into account as resources for
a period of 12 months from receipt, for purposes of determining
the eligibility of such individual (or any other individual) for benefits
or assistance (or the amount or extent of benefits or assistance)
under any Federal program or under any State or local program
financed in whole or in part with Federal funds.”.

Applicability. (e) EFFECTIVE DATES.—

26 USC 24 note. (1) IN GENERAL.—Except as provided in paragraph (2), the

amendments made by this section shall apply to taxable years
beginning after December 31, 2012.

(2) RULE REGARDING DISREGARD OF REFUNDS.—The amend-
ment made by subsection (d) shall apply to amounts received
after December 31, 2012.

SEC. 104. PERMANENT ALTERNATIVE MINIMUM TAX RELIEF.

(a) 2012 EXEMPTION AMOUNTS MADE PERMANENT.—
(1) IN GENERAL.—Paragraph (1) of section 55(d) is
amended—
(A) by striking “$45,000” and all that follows through
“2011)” in subparagraph (A) and inserting “$78,750”,
(B) by striking “$33,750” and all that follows through
“2011)” in subparagraph (B) and inserting “$50,600”, and
(C) by striking “paragraph (1)(A)” in subparagraph (C)
and inserting “subparagraph (A)”.
(b) EXEMPTION AMOUNTS INDEXED FOR INFLATION.—

(1) IN GENERAL.—Subsection (d) of section 55 is amended
by adding at the end the following new paragraph:

“(4) INFLATION ADJUSTMENT.—

“(A) IN GENERAL.—In the case of any taxable year
beginning in a calendar year after 2012, the amounts
described in subparagraph (B) shall each be increased by
an amount equal to—

“(1) such dollar amount, multiplied by

“(i1) the cost-of-living adjustment determined
under section 1(f)(3) for the calendar year in which
the taxable year begins, determined by substituting

‘calendar year 2011’ for ‘calendar year 1992’ in

subparagraph (B) thereof.

“(B) AMOUNTS DESCRIBED.—The amounts described in
this subparagraph are—

“(1) each of the dollar amounts contained in sub-
section (b)(1)(A)(1),

“(i1) each of the dollar amounts contained in para-
graph (1), and

“(iii) each of the dollar amounts in subparagraphs
(A) and (B) of paragraph (3).
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“(C) ROUNDING.—Any increase determined under
subparagraph (A) shall be rounded to the nearest multiple
of $100.”.

(2) CONFORMING AMENDMENTS.—

(A) Clause (iii) of section 55(b)(1)(A) is amended by 26 USC 55.
striking “by substituting” and all that follows through
“appears.” and inserting “by substituting 50 percent of
the dollar amount otherwise applicable under subclause
(I) and subclause (II) thereof.”.

(B) Paragraph (3) of section 55(d) is amended—

(1) by striking “or (2)” in subparagraph (A),
(i1) by striking “and” at the end of subparagraph

(B), and

(iii) by striking subparagraph (C) and inserting
the following new subparagraphs:

“(C) 50 percent of the dollar amount applicable under
subparagraph (A) in the case of a taxpayer described in
subparagraph (C) or (D) of paragraph (1), and

“D) $150,000 in the case of a taxpayer described in
paragraph (2).”.

(¢) ALTERNATIVE MINIMUM TAX RELIEF FOR NONREFUNDABLE
CREDITS.—

(1) IN GENERAL.—Subsection (a) of section 26 is amended
to read as follows:

“(a) LIMITATION BASED ON AMOUNT OF TaxXx.—The aggregate
amount of credits allowed by this subpart for the taxable year
shall not exceed the sum of—

“(1) the taxpayer’s regular tax liability for the taxable
year reduced by the foreign tax credit allowable under section
27(a), and

“(2) the tax imposed by section 55(a) for the taxable year.”.

(2) CONFORMING AMENDMENTS.—

(A) ADOPTION CREDIT.—

(i) Section 23(b) is amended by striking paragraph

(4).

(i1) Section 23(c) is amended by striking para-
graphs (1) and (2) and inserting the following:

“(1) IN GENERAL.—If the credit allowable under subsection
(a) for any taxable year exceeds the limitation imposed by
section 26(a) for such taxable year reduced by the sum of
the credits allowable under this subpart (other than this section
and sections 25D and 1400C), such excess shall be carried
to the succeeding taxable year and added to the credit allowable
under subsection (a) for such taxable year.”.

(iii) Section 23(c) is amended by redesignating

paragraph (3) as paragraph (2).

(B) CHILD TAX CREDIT.—

( (i) Section 24(b) is amended by striking paragraph

3).

(i1) Section 24(d)(1) is amended—

(I) by striking “section 26(a)(2) or subsection
(b)(3), as the case may be,” each place it appears
in subparagraphs (A) and (B) and inserting “sec-
tion 26(a)”, and

(II) by striking “section 26(a)(2) or subsection
(b)(3), as the case may be” in the second last
sentence and inserting “section 26(a)”.
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26 USC 25.
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(C) CREDIT FOR INTEREST ON CERTAIN HOME MORT-
GAGES.—Section 25(e)(1)(C) is amended to read as follows:

“(C) APPLICABLE TAX LIMIT.—For purposes of this para-
graph, the term ‘applicable tax limit’ means the limitation
imposed by section 26(a) for the taxable year reduced by
the sum of the credits allowable under this subpart (other
than this section and sections 23, 25D, and 1400C).”.

(D) HOPE AND LIFETIME LEARNING CREDITS.—Section
25A(i) is amended—

(i) by striking paragraph (5) and by redesignating
paragraphs (6) and (7) as paragraphs (5) and (6),
respectively, and

(i) by striking “section 26(a)(2) or paragraph (5),
as the case may be” in paragraph (5), as redesignated
by clause (i), and inserting “section 26(a)”.

(E) SAVERS' CREDIT.—Section 25B is amended by
striking subsection (g).
(F) RESIDENTIAL ENERGY EFFICIENT PROPERTY.—Section
25D(c) is amended to read as follows:
“(c) CARRYFORWARD OF UNUSED CREDIT.—If the credit allowable

under subsection (a) exceeds the limitation imposed by section
26(a) for such taxable year reduced by the sum of the credits
allowable under this subpart (other than this section), such excess
shall be carried to the succeeding taxable year and added to the
credit allowable under subsection (a) for such succeeding taxable
year.”.

(G) CERTAIN PLUG-IN ELECTRIC VEHICLES.—Section
30(e)(2) is amended to read as follows:

“(2) PERSONAL CREDIT.—For purposes of this title, the credit
allowed under subsection (a) for any taxable year (determined
after application of paragraph (1)) shall be treated as a credit
allowable under subpart A for such taxable year.”.

(H) ALTERNATIVE MOTOR VEHICLE CREDIT.—Section
30B(g)(2) is amended to read as follows:

“(2) PERSONAL CREDIT.—For purposes of this title, the credit
allowed under subsection (a) for any taxable year (determined
after application of paragraph (1)) shall be treated as a credit
allowable under subpart A for such taxable year.”.

(I) NEW QUALIFIED PLUG-IN ELECTRIC VEHICLE
CREDIT.—Section 30D(c)(2) is amended to read as follows:
“(2) PERSONAL CREDIT.—For purposes of this title, the credit

allowed under subsection (a) for any taxable year (determined
after application of paragraph (1)) shall be treated as a credit
allowable under subpart A for such taxable year.”.

(J) CROSS REFERENCES.—Section 55(c)(3) is amended
by striking “26(a), 30C(d)(2),” and inserting “30C(d)(2)”.

(K) FOREIGN TAX CREDIT.—Section 904 is amended by
striking subsection (i) and by redesignating subsections
(), (k), and (1) as subsections (i), (j), and (k), respectively.

(L) FIRST-TIME HOME BUYER CREDIT FOR THE DISTRICT
OF COLUMBIA.—Section 1400C(d) is amended to read as
follows:

“(d) CARRYFORWARD OF UNUSED CREDIT.—If the credit allowable

under subsection (a) exceeds the limitation imposed by section
26(a) for such taxable year reduced by the sum of the credits
allowable under subpart A of part IV of subchapter A (other than
this section and section 25D), such excess shall be carried to the
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succeeding taxable year and added to the credit allowable under
subsection (a) for such taxable year.”.

(d) EFFECTIVE DATE.—The amendments made by this section
shall apply to taxable years beginning after December 31, 2011.

TITLE II—INDIVIDUAL TAX EXTENDERS

SEC. 201. EXTENSION OF DEDUCTION FOR CERTAIN EXPENSES OF
ELEMENTARY AND SECONDARY SCHOOL TEACHERS.

(a) IN GENERAL.—Subparagraph (D) of section 62(a)(2) is
amended by striking “or 2011” and inserting “2011, 2012, or 2013”.
(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011.

SEC. 202. EXTENSION OF EXCLUSION FROM GROSS INCOME OF DIS-
CHARGE OF QUALIFIED PRINCIPAL RESIDENCE INDEBT-
EDNESS.

(a) IN GENERAL.—Subparagraph (E) of section 108(a)(1) is
amended by striking “January 1, 2013” and inserting “January
1,2014”.

(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to indebtedness discharged after December 31, 2012.

SEC. 203. EXTENSION OF PARITY FOR EXCLUSION FROM INCOME FOR
EMPLOYER-PROVIDED MASS TRANSIT AND PARKING
BENEFITS.

(a) IN GENERAL.—Paragraph (2) of section 132(f) is amended
by striking “January 1, 2012” and inserting “January 1, 2014”.

(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to months after December 31, 2011.

SEC. 204. EXTENSION OF MORTGAGE INSURANCE PREMIUMS TREATED
AS QUALIFIED RESIDENCE INTEREST.

(a) IN GENERAL.—Subclause (I) of section 163(h)(3}E)(iv) is
amended by striking “December 31, 2011” and inserting “December
31, 2013”.

(b) TECHNICAL AMENDMENTS.—Clause (i) of section 163(h)(4)(E)
is amended—

(1) by striking “Veterans Administration” and inserting

“Department of Veterans Affairs”, and

(2) by striking “Rural Housing Administration” and
inserting “Rural Housing Service”.

(¢) EFFECTIVE DATE.—The amendments made by this section
shall apply to amounts paid or accrued after December 31, 2011.

SEC. 205. EXTENSION OF DEDUCTION OF STATE AND LOCAL GENERAL
SALES TAXES.

(a) IN GENERAL.—Subparagraph (I) of section 164(b)(5) is
amended by striking “January 1, 2012” and inserting “January
1,2014”.

(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011.

26 USC 23 note.

26 USC 62.

26 USC 62 note.

Applicability.
26 USC 108 note.

26 USC 132 note.

Applicability.
26 USC 163 note.

26 USC 164 note.
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26 USC 170.

Applicability.

26 USC 170 note.

26 USC 222 note.

26 USC 408 note.

Applicability.

SEC. 206. EXTENSION OF SPECIAL RULE FOR CONTRIBUTIONS OF CAP-
ITAL GAIN REAL PROPERTY MADE FOR CONSERVATION
PURPOSES.

(a) IN GENERAL.—Clause (vi) of section 170(b)(1)(E) is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.

(b) CONTRIBUTIONS BY CERTAIN CORPORATE FARMERS AND
RANCHERS.—Clause (iii) of section 170(b)(2)(B) is amended by
striking “December 31, 2011” and inserting “December 31, 2013”.

(¢) EFFECTIVE DATE.—The amendments made by this section
shall apply to contributions made in taxable years beginning after
December 31, 2011.

SEC. 207. EXTENSION OF ABOVE-THE-LINE DEDUCTION FOR QUALI-
FIED TUITION AND RELATED EXPENSES.

(a) IN GENERAL.—Subsection (e) of section 222 is amended
by striking “December 31, 2011” and inserting “December 31, 2013”.
(b) EFFECTIVE DATE.—The amendment made by this section
shall apply to taxable years beginning after December 31, 2011.

SEC. 208. EXTENSION OF TAX-FREE DISTRIBUTIONS FROM INDIVIDUAL
RETIREMENT PLANS FOR CHARITABLE PURPOSES.

(a) IN GENERAL.—Subparagraph (F) of section 408(d)(8) is
amended by striking “December 31, 2011” and inserting “December
31, 2013”.

(b) EFFECTIVE DATE; SPECIAL RULE.—

(1) EFFECTIVE DATE.—The amendment made by this section
shall apply to distributions made in taxable years beginning
after December 31, 2011.

(2) SPECIAL RULES.—For purposes of subsections (a)(6),
(b)(3), and (d)(8) of section 408 of the Internal Revenue Code
of 1986, at the election of the taxpayer (at such time and
in such manner as prescribed by the Secretary of the
Treasury)—

(A) any qualified charitable distribution made after
December 31, 2012, and before February 1, 2013, shall
beddeemed to have been made on December 31, 2012,
an

(B) any portion of a distribution from an individual
retirement account to the taxpayer after November 30,
2012, and before January 1, 2013, may be treated as a
qualified charitable distribution to the extent that—

(i) such portion is transferred in cash after the
distribution to an organization described in section
408(d)(8)(B)(i) before February 1, 2013, and

(i1) such portion is part of a distribution that would
meet the requirements of section 408(d)(8) but for the
fact that the distribution was not transferred directly
to an organization described in section 408(d)(8)(B)(i).

SEC. 209. IMPROVE AND MAKE PERMANENT THE PROVISION AUTHOR-
IZING THE INTERNAL REVENUE SERVICE TO DISCLOSE
CERTAIN RETURN AND RETURN INFORMATION TO CER-
TAIN PRISON OFFICIALS.

(a) IN GENERAL.—Paragraph (10) of section 6103(k) is amended
to read as follows:
“(10) DISCLOSURE OF CERTAIN RETURNS AND RETURN
INFORMATION TO CERTAIN PRISON OFFICIALS.—
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“(A) IN GENERAL.—Under such procedures as the Sec-
retary may prescribe, the Secretary may disclose to officers
and employees of the Federal Bureau of Prisons and of
any State agency charged with the responsibility for
administration of prisons any returns or return information
with respect to individuals incarcerated in Federal or State
prison systems whom the Secretary has determined may
have filed or facilitated the filing of a false or fraudulent
return to the extent that the Secretary determines that
such disclosure is necessary to permit effective Federal
tax administration.

“(B) DISCLOSURE TO CONTRACTOR-RUN PRISONS.—Under
such procedures as the Secretary may prescribe, the disclo-
sures authorized by subparagraph (A) may be made to
contractors responsible for the operation of a Federal or
State prison on behalf of such Bureau or agency.

“(C) RESTRICTIONS ON USE OF DISCLOSED INFORMA-
TION.—Any return or return information received under
this paragraph shall be used only for the purposes of and
to the extent necessary in taking administrative action
to prevent the filing of false and fraudulent returns,
including administrative actions to address possible viola-
tions of administrative rules and regulations of the prison
facility and in administrative and judicial proceedings
arising from such administrative actions.

“(D) RESTRICTIONS ON REDISCLOSURE AND DISCLOSURE
TO LEGAL REPRESENTATIVES.—Notwithstanding subsection
(h)—

“(i) RESTRICTIONS ON REDISCLOSURE.—Except as
provided in clause (ii), any officer, employee, or con-
tractor of the Federal Bureau of Prisons or of any
State agency charged with the responsibility for
administration of prisons shall not disclose any
information obtained under this paragraph to any per-
son other than an officer or employee or contractor
of such Bureau or agency personally and directly
engaged in the administration of prison facilities on
behalf of such Bureau or agency.

“(i1) DISCLOSURE TO LEGAL REPRESENTATIVES.—The
returns and return information disclosed under this
paragraph may be disclosed to the duly authorized
legal representative of the Federal Bureau of Prisons,
State agency, or contractor charged with the responsi-
bility for administration of prisons, or of the incarcer-
ated individual accused of filing the false or fraudulent
return who is a party to an action or proceeding
described in subparagraph (C), solely in preparation
for, or for use in, such action or proceeding.”.

(b) CONFORMING AMENDMENTS.—

(1) Paragraph (3) of section 6103(a) is amended by inserting
“subsection (k)(10),” after “subsection (e)(1)(D)(iii),”.

(2) Paragraph (4) of section 6103(p) is amended—

(A) by inserting “subsection (k)(10),” before “subsection
(1)(10),” in the matter preceding subparagraph (A),

(B) in subparagraph (F)(i)—

(i) by inserting “(k)(10),” before “or (1)(6),”, and
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(ii) by inserting “subsection (k)(10) or” before “sub-
section (1)(10),”, and
(C) by inserting “subsection (k)(10) or” before “sub-

section (1)(10),” both places it appears in the matter fol-
lowing subparagraph (F)(iii).

26 USC 7213. (3) Paragraph (2) of section 7213(a) is amended by inserting
“(k)(10),” before “(1)(6),”.

26 USC 6103 (¢) EFFECTIVE DATE.—The amendments made by this section

note. shall take effect on the date of the enactment of this Act.

TITLE III—BUSINESS TAX EXTENDERS

SEC. 301. EXTENSION AND MODIFICATION OF RESEARCH CREDIT.

(a) EXTENSION.—

(1) IN GENERAL.—Subparagraph (B) of section 41(h)(1) is
amended by striking “December 31, 2011” and inserting
“December 31, 2013”.

(2) CONFORMING AMENDMENT.—Subparagraph (D) of sec-
tion 45C(b)(1) is amended by striking “December 31, 2011”
and inserting “December 31, 2013”.

(b) INCLUSION OF QUALIFIED RESEARCH EXPENSES AND GROSS

RECEIPTS OF AN ACQUIRED PERSON.—

(1) PARTIAL INCLUSION OF PRE-ACQUISITION QUALIFIED
RESEARCH EXPENSES AND GROSS RECEIPTS.—Subparagraph (A)
of section 41(f)(3) is amended to read as follows:

“(A) ACQUISITIONS.—

“(i) IN GENERAL.—If a person acquires the major
portion of either a trade or business or a separate
unit of a trade or business (hereinafter in this para-
graph referred to as the ‘acquired business’) of another
person (hereinafter in this paragraph referred to as
the ‘predecessor’), then the amount of qualified
research expenses paid or incurred by the acquiring
person during the measurement period shall be
increased by the amount determined under clause (ii),
and the gross receipts of the acquiring person for such
period shall be increased by the amount determined
under clause (iii).

“(i1) AMOUNT DETERMINED WITH RESPECT TO QUALI-
FIED RESEARCH EXPENSES.—The amount determined
under this clause is—

“I) for purposes of applying this section for
the taxable year in which such acquisition is made,
the acquisition year amount, and

“(II) for purposes of applying this section for
any taxable year after the taxable year in which
such acquisition is made, the qualified research
expenses paid or incurred by the predecessor with
respect to the acquired business during the
measurement period.

“(iii) AMOUNT DETERMINED WITH RESPECT TO GROSS
RECEIPTS.—The amount determined under this clause
is the amount which would be determined under clause
(i1) if ‘the gross receipts of were substituted for ‘the
qualified research expenses paid or incurred by’ each
place it appears in clauses (ii) and (iv).
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“(iv) ACQUISITION YEAR AMOUNT.—For purposes of
clause (ii), the acquisition year amount is the amount
equal to the product of—

“I) the qualified research expenses paid or
incurred by the predecessor with respect to the
acquired business during the measurement period,
and

“(ITI) the number of days in the period begin-
ning on the date of the acquisition and ending
on the last day of the taxable year in which the
acquisition is made,

divided by the number of days in the acquiring person’s

taxable year.

“(v) SPECIAL RULES FOR COORDINATING TAXABLE
YEARS.—In the case of an acquiring person and a prede-
cessor whose taxable years do not begin on the same
date—

“(I) each reference to a taxable year in clauses
(ii) and (iv) shall refer to the appropriate taxable
year of the acquiring person,

“(II) the qualified research